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general. But his critics make a far greater mistake in 
supposing that we can ignore the Malthusian theory and 
yet retain the advantages which the institutions of the 
family and private capital 
which have adopted them. 



Credit Instruments in Retail Trade. 

BY PROFESSOR DAVID KINLEY, PH.D., UNIVERSITY OF ILLINOIS. 

The data on which this paper is based were kindly 
put at my disposal by the comptroller of the currency. 
They consist of replies received from 2,465 national 
banks to questions suggested by myself. The blanks 
sent out called for the amounts deposited in the banks on 
the settling day nearest the 30th of June, by retail 
grocers, butchers, clothiers, furniture dealers and fuel 
dealers. The banks were requested to specify the 
amount of each of the different kinds of money, and the 
amount of checks and other instruments of credit, in 
each deposit. Information was asked for also as to the 
usual period of credit in retail trade, the extent to which 
wages are paid by checks, and the extent to which the 
employes get their pay-checks cashed by merchants. 

The amount of retail payment which the returns 
cover is very close to $6,000,000. Of this amount 58 
per cent, is in checks and other instruments of credit, 
and 42 per cent, in the various kinds of money. The 
percentages are classified in the following table : 

et „ f . Percent. Per Cent. 

stdce - of Money, of Checks. 

Alabama 35 65 

Arizona 40.6 59.4 

Arkansas 39.7 60.3 

California 58.4 41.5 
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_. . Per Cent. Per Cent. 

!,tate - of Money, of Checks. 

Colorado 29.5 70.5 

Connecticut 45.4 54-6 

Delaware 46.3 53.7 

Florida 34 66 

Georgia 29.8 70.2 

Idaho 45-7 54-3 

Illinois 44-3 55- 2 

Indiana 54-7 45-3 

Iowa 406 59.4 

Kentucky 46.1 53.9 

Kansas '. -34-3 6 5-7 

Louisiana 33.6 66.4 

Maine 37.7 62.3 

Maryland 41.9 58.1 

Massachusetts 50.5 49.5 

Michigan 45.1 54.9 

Mississippi . . 1 13.5 86.5 

Minnesota 56.8 43.2 

Missouri 35.7 64.3 

Montana 27.3 72.7 

Nebraska . . . • 35.6 64.4 

New Hampshire 42.9 57.1 

New Jersey 49 51 

New Mexico 16.4 83.6 

New York 61.9 38.1 

North Carolina 50.5 49.5 

North Dakota 43.7 56.3 

Ohio 54.8 45.2 

Oklahoma ~ . . . . 39.2 60.8 

Oregon 55 45 

Pennsylvania • 47.9 52.1 

Rhode Island 41 59 

South Dakota 62.4 37.6 

Tennessee 42.9 57.1 

Texas 32.5 67.5 

Utah. ... 43-7 56.3 

Vermont 37.8 62.2 

Virginia 26.2 74.8 

West Virginia 36 64 

Washington 33.2 66.8 

Wisconsin 40.5 595 

Wyoming 56.4 43.6 

It is important to determine what part of the total re- 
tail trade of the country the data secured represent. 
Returns from the state and private banks of the country 
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would be of the same general character as those from 
national banks. No serious error can be made, then, 
by adding to the returns secured the probable data for 
these banks. Their individual deposits from retail 
traders may be assumed to be equal to those of the lat- 
ter. On this supposition the total amount of trade rep- 
resented would be twelve millions. The labor commis- 
sioner in his annual report for 1890, gives data from 
which I compute the average daily income of each indi- 
vidual at 40 cents, for all who receive incomes up to 
$1,200 a year. This would probably represent an aver- 
age daily expenditure for the whole country, on this 
social basis, of about twenty-four millions of dollars. 
This, perhaps, is too small ; but it serves to convey an 
idea of the representativeness of the returns we are con- 
sidering. ■ We surely will not be far out of the way if 
we estimate them at half of the whole retail trade of the 
country. 

It is likely that the various influences which would 
affect the accuracy of the returns, so far as they go, tend 
to neutralize one another. If anything, the percentage 
of checks obtained is perhaps somewhat too low. 

It has been commonly assumed that the use of checks 
and other credit instruments increases with the popula- 
tion, and that, in general, sitch instruments are used to 
a greater extent in large cities than in smaller ones or 
in country districts. The present returns do not alto- 
gether bear out this assumption. It appears rather that 
the percentage of credit instruments used in retail pay- 
ments fluctuates as population grows ; that, at the same 
time, the average percentage increases up to a certain 
point, after which it decreases slightly or remains con- 
stant. 

The conclusion just stated is strengthened by a study 
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of the rate of increase of the percentage of credit instru- 
ments as the total amount of business 'increases. It 
shows that the expansion in the use of credit is not, 
on the whole, more rapid than that of total business. 
This is a conclusion at which, I believe, Mr. Robert Gif- 
f en has arrived on other grounds. And, indeed, a priori 
considerations would seem to justify it. For a given 
population there is a given amount of division of trade 
which cannot increase much for small additions to the 
population. The percentage of checks used in each 
population group, depending partly on the extent of the 
market and the division of labor, will tend to decrease 
until the point where the expansion of population causes 
a readjustment of the division of labor, and so differen- 
tiates retail business. 

As to the method of payment of wages, the custom 
varies widely in different states. So far as the results 
show, wages are paid more largely by checks in those 
states whose population may be roughly described as of 
medium density. The opposite is true of the more 
thickly settled states. The blanks returned, so far as 
answers were made to the questions at all, give 753 as 
the number of places in which wages are paid entirely 
in cash ; 383 in which it is the custom to pay by check ; 
and 355 in which both modes of payment are used. 

The present investigation indicates that the percent- 
age of instruments of credit shown by previous investi- 
gations to be used in business was large because it rep- 
resented wholesale as well as retail operations ; yet its 
results are, on the whole, in the line of former conclu- 
sions as to the importance of credit instruments in pay- 
ments and exchanges generally, and against the neces- 
sity of any additional provision for simply increasing the 
volume of money without taking into consideration the 
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other and at least equally important elements of our cir- 
culation. 

Discussion. 

Mr. Thomas G. Shearman : May not the remarkable 
fact that the proportion of checks in use, in retail trans- 
actions, first rises with the increase of population, and 
then, with a much greater increase, falls off again, be 
explained by the fact that, in small towns, banks are not 
very largely supplied with money and therefore are re- 
luctant to pay it out; while in large cities, banks are 
usually surfeited with money ? In cities, therefore, re- 
tail transactions, in which goods are delivered across the 
counter, are almost invariably settled in currency ; while 
in rural districts, book accounts are the rule ; and so the 
number of checks, although few, is relatively large, as 
compared with the actual cash payments. 

Professor Kinley's investigations necessarily relate 
only to places which have banks. But a vast majority 
of our people have no banks whatever within their 
reach. Consider Alabama. In that state it appears that 
the proportion of checks used in retail trade was larger 
than in any other state. The explanation is simple. 
These statistics cover only a few large towns. There 
are almost no banks elsewhere. There are nineteen 
counties in Alabama, lying in one solid block, which 
have not a single bank. 

There is no greater mistake made than to suppose that 
the great mass of retail purchases in the country dis- 
tricts are paid for in currency. I believe that more 
than seven-eighths of such transactions are never settled 
in money at all. They are balanced by book accounts ; 
which, of course, represent pure barter. This fact lies 
at the bottom of our currency question. We never had 
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and never can have enough currency in this country to 
settle half of its business. It is not possible to gather 
money enough from the whole world to move American 
crops for one season. It is only by an extension of 
sound, safe banks to every corner of this country, that 
our perplexing currency problem can ever be solved. 

Professor George Gunton' : Although the question raised 
by Mr. Shearman tends to lead us somewhat away from 
the real point of Professor Kinley's paper, I think it is 
worth noting in this connection. It is true that in the 
South banks are very scarce and that there are very few 
cash transactions, but instead of this being an advantage, 
as Mr. Shearman appears to intimate, it is an almost 
calamitous disadvantage. 

The absence of banking accommodations in the South 
has developed a sort of pawn-shop relation between 
farmers and merchants. A sort of truck-store barter has 
grown up by which the merchants furnish the farmers 
with their seed and implements as well as personal neces- 
saries for the payment of which they take a lien upon 
their crops. By this system, the merchants have hold 
of both ends of the string. They can charge what 
prices they please for their supplies and what rate of 
interest they choose for the loans, at least up to the full 
extent of the value of the crops, which they generally 
do. It would be difficult to devise a more successful 
method for fleecing the farmers. 

Instead of looking to the abolition of banks and cash 
payments and a return to barter as the ideal method of 
trade, it seems to me the relief must be sought in the 
opposite direction. More and better banks with greater 
facilities for cash payments is what the South and West 
need, so that the unscrupulous method of fleecing bor- 
rowers by this truck system may disappear. 
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One of the chief grievances of the South and West, 
and the grievance which has much to do with the growth 
of Populism and Free Silverism in those sections, is the 
abnormally high rates of interest. A sound banking 
system, substituting bank notes for government green- 
backs, with constant coin redemption, would do much to 
remedy this evil. 

Professor E. W. Bemis : I can hardly see how the 
extension of banks wottld meet the difficulty Mr. 
Shearman refers to, for, if we take the hypothesis he starts 
with, that seven-eighths of the retail trade where there are 
no banks is on credit, while where there are banks, only 
about sixty per cent., according to Professor Kinley, is 
on credit, that would seem to indicate that the extension 
of banking, or better, the industrial development of 
which extended banking is one phase, diminishes rather 
than increases the proportion of credit transactions. 

Observe, too, the great extension of cash transactions 
in retail trade, in wage payments and in the rapidly 
growing passenger traffic on steam and street railroads. 
Few seem to know that of all the payments over the 
counters of the national banks on selected days, 4.87 per 
cent, was in money, June 30, 1881 ; 5.91 per cent. Sep- 
tember 17, 1881 ; 7.5 per cent. July 1, 1890; 8.96 per 
cent. September 17, 1890; 9.39 per cent. September 15, 
1892. Certainly, neither these figures nor those of Eng- 
lish banks indicate any decline in the proportion of 
money needed for the rapidly growing business of the 
world. 



